§ 58.1-402. Virginia taxable income.

A. For purposes of this article, Virginia taxable income for a taxable year means
the federal taxable income and any other income taxable to the corporation
under federal law for such year of a corporation adjusted as provided in
subsections B, C and D.

For a regulated investment company and a real estate investment trust, such
term means the "investment company taxable income" and "real estate
investment trust taxable income," respectively, to which shall be added in each
case any amount of capital gains and any other income taxable to the
corporation under federal law which shall be further adjusted as provided in
subsections B, C and D.

B. There shall be added to the extent excluded from federal taxable income:

1. Interest, less related expenses to the extent not deducted in determining
federal taxable income, on obligations of any state other than Virginia, or of a
political subdivision of any such other state unless created by compact or
agreement to which the Commonwealth is a party;

2. Interest or dividends, less related expenses to the extent not deducted in
determining federal taxable income, on obligations or securities of any authority,
commission or instrumentality of the United States, which the laws of the United
States exempt from federal income tax but not from state income taxes;

3. [Repealed.]

4. The amount of any net income taxes and other taxes, including franchise and
excise taxes, which are based on, measured by, or computed with reference to
net income, imposed by the Commonwealth or any other taxing jurisdiction, to
the extent deducted in determining federal taxable income;

5. Unrelated business taxable income as defined by § 512 of the Internal
Revenue Code;

6. The amount of employee stock ownership credit carry-over deducted by the
corporation in computing federal taxable income under § 404 (i) of the Internal
Revenue Code;

7. The amount required to be included in income for the purpose of computing
the partial tax on an accumulation distribution pursuant to § 667 of the Internal
Revenue Code.

C. There shall be subtracted to the extent included in and not otherwise
subtracted from federal taxable income:

1. Income derived from obligations, or on the sale or exchange of obligations, of
the United States and on obligations or securities of any authority, commission or
instrumentality of the United States to the extent exempt from state income taxes
under the laws of the United States including, but not limited to, stocks, bonds,
treasury bills, and treasury notes, but not including interest on refunds of federal
taxes, interest on equipment purchase contracts, or interest on other normal
business transactions.

2. Income derived from obligations, or on the sale or exchange of obligations of
this Commonwealth or of any political subdivision or instrumentality of this
Commonwealth.



3. Dividends upon stock in any domestic international sales corporation, as
defined by § 992 of the Internal Revenue Code, 50 percent or more of the
income of which was assessable for the preceding year, or the last year in which
such corporation has income, under the provisions of the income tax laws of the
Commonwealth.

4. The amount of any refund or credit for overpayment of income taxes imposed
by this Commonwealth or any other taxing jurisdiction.

5. Any amount included therein by the operation of the provisions of § 78 of the
Internal Revenue Code (foreign dividend gross-up).

6. The amount of wages or salaries eligible for the federal Targeted Jobs Credit
which was not deducted for federal purposes on account of the provisions of §
280C (a) of the Internal Revenue Code.

7. Any amount included therein by the operation of § 951 of the Internal Revenue
Code (subpart F income).

8. Any amount included therein which is foreign source income as defined in §
58.1-302.

9. [Repealed.]

10. The amount of any dividends received from corporations in which the
taxpaying corporation owns 50 percent or more of the voting stock.

11. [Repealed.]

12. [Expired.]

13. (Expires for taxable years beginning on and after January 1, 2004) The
amount of any qualified agricultural contribution as determined in § 58.1-322.2.
14. For taxable years beginning on or after January 1, 1995, the amount for
"qualified research expenses" or "basic research expenses" eligible for deduction
for federal purposes, but which were not deducted, on account of the provisions
of § 280C (c) of the Internal Revenue Code.

15. For taxable years beginning on or after January 1, 2000, the total amount
actually contributed in funds to the Virginia Public School Construction Grants
Program and Fund established in Chapter 11.1 (§ 22.1-175.1 et seq.) of Title
221,

16. For taxable years beginning on or after January 1, 2000, the gain derived
from the sale or exchange of real property or the sale or exchange of an
easement to real property which results in the real property or the easement
thereto being devoted to open-space use, as that term is defined in § 58.1-3230,
for a period of time not less than 30 years. To the extent a subtraction is taken in
accordance with this subdivision, no tax credit under this chapter for donating
land for its preservation shall be allowed for three years following the year in
which the subtraction is taken.

17. For taxable years beginning on and after January 1, 2001, any amount
included therein with respect to § 58.1-440.1.

18. For taxable years beginning on and after January 1, 1999, income received
as a result of (i) the "Master Settlement Agreement," as defined in § 3.1-1106; (ii)
the National Tobacco Grower Settlement Trust dated July 19, 1999; and (iii) the
Tobacco Loss Assistance Program, pursuant to 7 C.F.R. Part 1464 (Subpart C,
§§ 1464.201 through 1464.205), by (a) tobacco farming businesses; (b) any



business holding a tobacco marketing quota, or tobacco farm acreage allotment,
under the Agricultural Adjustment Act of 1938; or (c) any business having the
right to grow tobacco pursuant to such a quota allotment.

19. Effective for all taxable years beginning on and after January 1, 2002, but
before January 1, 2005, the indemnification payments received by contract
poultry growers and table egg producers from the U.S. Department of Agriculture
as a result of the depopulation of poultry flocks because of low pathogenic avian
influenza in 2002. In no event shall indemnification payments made to owners of
poultry who contract with poultry growers qualify for this subtraction.

20. For taxable years beginning on and after January 1, 2002, any gain
recognized as a result of the Peanut Quota Buyout Program of the Farm Security
and Rural Investment Act of 2002 pursuant to 7 C.F.R. Part 1412 (Subpart H, §§
1412.801 through 1412.811) as follows:

a. If the payment is received in installment payments pursuantto 7 C.F.R. §
1412.807(a)(2), then the entire gain recognized may be subtracted.

b. If the payment is received in a single payment pursuantto 7 C.F.R. §
1412.807(a)(3), then 20 percent of the recognized gain may be subtracted. The
taxpayer may then deduct an equal amount in each of the four succeeding
taxable years.

D. Adjustments to federal taxable income shall be made to reflect the transitional
modifications provided in § 58.1-315.
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